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< tL ee + Letters to the editor, in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


in 


PHILADELPHIA, PA. 


Some weighty problems arise when one 
seeks to figure the asset values of many 
corporations, Due to war demands, it 1s 


conceivable that earnings of such com 


panies as Standard Oil of New Jersey, 
Socony-Vacuum, Chrysler and General 
Motors may hold at a relatively high level 
before taxes. The great oil companies, 
however, have large investments abroad, 
the fate of which cannot be determined 
during hostilities. The motor companies 
are adding extensively to plant for war 
production, but in time they will return to 
motor car manufacture and much new 
plant will probably have less value for 
commercial work than for war output. A 
factor acting to depress equity values is 
investors’ inability to estimate actual val 
ues, or even problematical values, of cor 
porate property in years to come. 
ce. 


BALTIMORE, MD. 


Criticism based on personal likes and 
dislikes can so easily become plain nagging 
in a period of tension like the present when 
nobody wants to be nagged that | write 
with reluctance. But perhaps I shall only 
be setting down a plaint which. stirred 
other small investors in Stock Exchange 
securities upon reading the back cover 
publicity in your February issue, and my 


conscience is cased thereby. Special ar 


rangements to fill the orders to sell large 


amounts of stocks for big investors cannot 
be quarreled with. Still, such sales arc 


exceptional. “The hundred-share 


and the odd-lot owner supply most of the 


owner 


business transacted on the Exchange. The 
needs of these investors may be fully as 
important as the service of the well-to-do 
when stocks have to be sold. Hence I, tor 
one, would have been pleased to read on 
that page that run-of-the-mill sales would 
also be conducted with care and expedi 


tion under war-time conditions. 


NEW YORK. N. ¥. 

I have always thought your pub 
lication was excellent but have noticed 
that with each number it seems to im 
prove, and [| think this last (February) 
issue is worthy of great praise. In my 
opinion the contents are superior to most 
of the services “roundabout” and_ offer 
constructive, important and valuable ideas. 


M. S. B. 


Mditor’s Note: 


Hubert is praise, 


ok he 


indeed,” which the editors 


approbation of Sir 


ire proud to acknowledge inasmuch as Mr 
M.S. B.'s letterhead revealed him as a part- 
ner of a prominent Stock Exchange firm. 
GREENSBORO, N. C. 
Your 


Stock Exchange's special provision adopted 


Magazine's description of the 


lor selling large blocks of listed shares 
was more than illuminating—it was heart 
ening to persons who—should I say unfor 
tunately—have not “put their eggs into 
many baskets.” Let me thank you. It is not 
a comforting prospect these days when the 
war has aflected ordinarily free and active 
markets to face the necessity of liquidating 
an inactive stock to a considerable amount. 


C.F... 


BRONXVILLE, N. Y. 


Looking back, it does not seem to me 
that the speculative markets of the 1920's 
were the unmixed evil which politicians 
have painted them. This is a_ personal 
view, of course, supported by a fairly suc 
cesstul experience in trading in such old 
line stocks as the prominent steels, rub 
bers, chain stores, etc. To me something 
has been missing from the business of liv 
ing since the ticker stopped its tale of active 
fluctuations; also my income, never very 
large trom the sweat of my brow, has sul 
fered. If you cannot, because of laws 
and conditions, dwell editorially upon the 
merits of speculation, at least give it some 
attention, .. . It seems as though specula 
tors are in danger of complete extinction 
and that would be a pity. 

RR. Ft. Se 


ALLENTOWN, PA. 


References to earnings and the rates of 
income which stocks represent are always 
interesting to me as a guide respecting 
company activity and dividends. Your 
articles are appreciated on that account, 
even though they have little eflect upon my 
investing. In the area of Pennsylvania 
where I live plants of some of our most 
prominent industries exist. I have seen 
them grow—some I have seen rise from 
empty land—and I like to own property 
that I can look at. 


them have their stocks on the New York 


The fact that certain of 


Stock Exchange is beside the point in my 
stock purchases. It is the property I think 
of first when I buy. 

F. &. 
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HE New York Stock Exchange has 
done a highly commendable job of 
adjusting itself to a severe depression 
while improving its methods of han- 
In that 


respect, it has duplicated the feat of in- 


dling business for the public. 


dustry which expanded and modernized 
in its depression so that when the war 
demand came it was ready to produce 
materials at a rate never before equaled. 

Now that industry has turned to a 
complete war effort, it is considering the 
future so that the transition to a peace- 
time economy can be made with as little 
upset as possible. I suggest that the 
Stock Exchange follow a similar pro- 
cedure—prepare now for the big post- 
war market that might develop into a 
boom eclipsing the one which ended 
in the crash of 1929. 

What will the peace-time economy be 
like? 
States wins the war, and that the private 
When the 


war ends, we will have the biggest pro- 


I am assuming that the United 


enterprise system remains. 


duction machine in our history. We 
will be able to turn out annually around 
100,000,000 net tons of steel ingots and 
proportionately large amounts of other 
basic materials. We will have hun- 
dreds of new materials, notably light 
metal alloys, and a machine tool setup 
that can be turned into a_peace-time 
production instrument more easily than 
the change was made to a war economy. 

At the same time, industry will have 
in its favor a pent-up demand for goods 
never before seen in our history. Not 
only will Americans be clamoring for 
thousands of articles, but the whole 
world will want our goods to rebuild 
their cities after the devastation of war. 

To supply this vast demand, Ameri- 
can industry will swing over to peace- 
time production at full speed. It is now 
planning on that very thing. 

Wars in the past have given us new 
products. They have advanced civiliza- 
tion through discovery in the war effort 


of processes and methods which in- 


creased production. Laboratories of in- 
dustry are working overtime on war de- 
vices now. These can, with or without 
adjustment, be used in peace-time. 

Contributions from this war will in- 
clude new light alloys, new processes, 
new synthetics, better airplanes, better 
tractors, advances in medicine, manu- 
factured rubber on a giant scale, new 
uses for electronics, new angles on light- 
ing and air conditioning, and hundreds 
of other developments. 

Industry’s job will be to apply all 
these things to our everyday peace-time 
existence—to improve our standard of 
living. Its job of making these applica- 
tions will determine how well we make 
the transition from a War to a peace 


econom y. 


Demands to be Filled 


Many of the present plants can be kept 
intact and only a few minor changes 
made in the product. The airplane mak- 
ers, for example, will keep right on 
producing planes because America is 
going to be more air-minded after this 
war with thousands of war fliers con- 
tinuing their aviation for pleasure or 
business. Thousands of new, light planes 
will be turned out from the same plan‘s 
which now make the big bombers and 
the fighting craft. The automobile com- 
panies will swing back to their original 

(continued on page 6) 





There is 
always a 
FAIR 
MARKET 


on the 


STOCK 
EXCHANGE 




















limited market at a fair price for any 
issue listed on the Exchange. 

By way of emphasis—the Stock Ex- 
change has nothing to do with the 
making of prices. The breadth of the 
market and the level or direction of 
prices are fixed by supply and demand. 
The New York Stock Exchange un- 
questionably supplies the best machin- 
ery for bringing the largest number of 
buyers and sellers together, and under 
the fairest possible codes of trade. 


It is a muis- 


I think it will taken idea to 
go lower—l'll j 
watch it.” think that at 


any time, even 
back in 1929, has it 
been possible to buy 


or sell more or less 





By G. M. Loeb 





“The price looks 
too high for me.” 


F all the fallacious ideas that have 
been repeated to the point where 
they are practically accepted as facts, 
the idea that the market on the New 
York Stock Exchange is vanishing is 
about the most misleading. This ca- 
nard has reached the stage where many 
members of the Exchange believe it 
themselves. 
There always was, there is now, and 


we hope there always will be an un- 























instantaneously on 


the floor of the 
Stock Exchange, or 
anywhere else for 
that matter, an un- 


limited amount. of 


stock at the going price or very close to 
it. A study of markets will prove that 
most of the time the markets for all 
static issues are thin and narrow. 

In other words, when a_ stock is 
neither cheap nor dear, and when de- 
velopments are not in any special state 
of flux, there is naturally a limited 
amount of stock wanted and a limited 
amount offered. As soon, however, as 


something begins to change either 





within a particular company or in the 
supply or demand for its shares, the 
market automatically begins to broaden, 
Thus, if it begins to become evident 
that a dividend is to be decreased, the 
stock starts to go down. 


Demand Slackens 
At first there is very little demand 


for the shares, and this is perfectly nor- 


mal, The coming cut in the dividend 


makes the current price an over-valua- 


tion and probably the only bids that 


can be found for the stock would 


originate with those buyers who had 
As the 


stock declines, however, the market be- 


not informed themselves of it. 


comes much broader, especially when 
it reaches a point where the general 
public begins to know about the divi- 
dend cut and begins to think that it 
has been discounted, or even over-dis- 
counted. 


It might be interesting to examine 







“The price suits 
me all right. I 
think I'll buy.” 


a few markets which automatically 


broaden as stocks reach levels that 
attract an increasing number of buyers. 
Taking first the market as a whole, 
activity was quite restricted through 
most of 1941, but in December, when 
the market was hit by a combination 
of tax selling and the Pearl Harbor 
news, the volume of trading stepped 
up so that more than 21 per cent of 


the full year’s transactions occurred in 














month alone. Furthermore, this 
heavy volume of selling was absorbed 
with a loss of only 2%4 points in The 
New York Times 50-stock average. 

\s regards individual stocks, Amer- 
ican Can is a typical issue. It was very 
inactive through most of 1941 at rela- 
tively high levels in the 80’s. Volume 
of trading ran 10,000 to 15,000 shares 

month. The stock was in an un- 
attractive position because of the tin 
situation and the possibility of an ex- 
cess profits tax based on invested cap- 
ital, Mr. Morgenthau first publicly 
asked for a 6 per cent invested capital 
tax in September. The Malayan situa- 
lion Was a matter of pure conjecture, 
with some people pessimistic early in 
the year, whereas of course the least 
informed probably waited until Singa- 
pore actually fell in 1942 before seeing 
the tin stringency, and there are prob- 
ably some who won’t see it until they 


cannot buy canned goods. 
Buying Develops at Lower Level 


Nevertheless, in December, American 
Can declined to levels where the judg- 
ment of the seller or his necessity to 
sell for tax reasons was offset by an 
increasing number of people who felt 
that American Can had discounted or 
more than discounted the uncertainties. 
Now volume of trading expanded in 
this issue to more than 85,000 shares, 
or 35 per cent of the year’s volume. 
The stock was easily salable and after 
declining to 55%, it actually rallied and 
early this year sold back up to 65%. 

It would be unreasonable to expect 
that if 80 represented a fair price for 
American Can under conditions pre 
vailing early in 1941, any substantial 
amount of the stock would sell around 
that level when conditions changed for 
the worse. By worse I mean the effect 
brought about by the threat of higher 
taxes and possible restriction or elimi- 
nation of tin supplies. 


The retreat of Can from around So 


brought no reflection upon the Stock 
Exchange machinery, On the contrary, 
the Exchange mechanism as a market 
place worked exceedingly well in more 
ways than one to give ail parties con- 
cerned—buyer, seller and continuing 
stockholder alike—a fair deal. 

In fact, the spectacle of declining 
prices for American Can undoubtedly 
acted as a signal and a warning to 
many stockholders to check into the 
situation so that it is likely that in the 


early stages, when the stock was still 


over-valued, the weakness on the tape 
brought in sellers rather than buyers. 
One of the advantages to the investor 
in owning listed stocks is that changes 
in his position are reflected in the daily 
record published in the financial sec- 


tion of his newspaper. 


Varying Appraisals 
Later on, buyers were attracted in 
large numbers as individuals every- 
where appraised the prospects for the 


company at varying prices and by Varys 





January April 
NYSE Volume (Thou.) 13.313 11.186 
Per Cent of Year.... 7.8 6.6 
N. Y. TIMES 
Aver. 50 Stocks 
CN x compas eden sat 89.74 83.75 
Net Change in Month —4.08 —4.39 
Per Cent Change.... —4.3 —5.0 
AMERICAN CAN 
WN aoaeecaeee 14,800 11,000 
Per Cent of Yrs. Vol. 6.2 4.6 
Srnec hpesscaueees 7 80 
Net Change in Month —11% 6% 
Per Cent Change..... yy 7.1 
AMER. TOBACCO “B” 
ONE 6.202 eos 15.400 10,800 
Per Cent of Yrs. Vol. 4.4 3.1 
RN oa cc wewaccneet es 7156 68 
Net Change in Month + 3, 1% 
Per Cent Change.... +0.5 —2.5 
AMER. TEL. & TEL. 
WOMMER 4c ciewesinwaeais 34.800 39,900 
Per Cent of Yrs. Vol. 5.6 6.4 
2 OS Sl 1637% 150 
Net Change in Month —37% 10% 
Per Cent Change...... 2.3 —6.8 
DOW CHEMICAL 
WR crccxccontlesese 4.500 3,600 
Per Cent of Yrs. Vol. 3.2 2.5 
Se Sere ee 130 125 
Net Change in Month —10 
Per Cent Change..... 7.1 
GOODYEAR 
WME chin ae pesiemssins 10.500 24.600 
Per Cent of Yrs. Vol. 9.8 6.0 
ee ee 1736 17 
Net Change in Month —1%4 —l 
Per Cent Change..... 9,2 5.6 
UNION PACIFIC 
VIE oc 6icccccieniecicics SOOO 8.100 
Per Cent of Yrs. Vol. 9.8 3.3 
BIS: Keane nanan 81 78% 
Net Change in Month +3% +14 
Per Cent Change..... +4.2 Ti5 





EXHIBIT OF VOLUME AND PRICE CHANGE 
OF INDIVIDUAL STOCKS IN 1941 


This table throws light upon the performance of active, medium-active and inactive stocks on 
a monthly basis. The final three months are presented, consecutively, inasmuch as the last 
quarter of 1941 reflected several persistent influences upon prices—sales for income tax records, 
priorities and expected new taxes, and. in December, the outbreak of war with Japan. The 
Dow Chemical picture differed somewhat from the others because of subscription rights. 


July October November December 
17.873 13.152 15.047 36,390 
10.5 a 8.8 St.3 
93.38 84.8 80.88 78.13 
+ 4.05 5.99 —3.93 —2.75 
+ 4.6 6.6 —4.6 —3. 
12,600 14.300 27.600 85.700 
5.3 6.0 11.5 35.8 
8814 801% 70 60 

+5% —14% —10% —10 
1.6.6 —5.7 —12.6 —14.3 
10,400 32.900 66,500 149,220 
3.0 9.4 19.0 42.8 
T7134 56 487% 461% 
+134 —14% —T& —25, 
po —20.9 —12.7 5.4 
77.900 41.500 50.750 163.700 
12.5 6.7 8.1 26.2 
154 15014 144% 128% 
2% —3% —5% —153, 
6 —2.5 —3.9 —10.7 
3.900 55,800 15,700 23.100 
y A 39.2 11.0 16.2 
137% 114% 121 123 
+10% +134 +614 +2 
at 71.6 ms +1.7 
19.700 31.500 27.200 107,400 
12.1 tat 6.6 26.1 
20 18 165g 10% 
21 ] —]3Q — tl, 
14.3 5.3 —7.6 39.1 
11.000 26.300 34.500 75.500 
1.5 10.8 14.2 31.1 
82%, 73 67 63% 
+114 —3l, - 6 —3% 
+3.4 —4.6 —8.2 bz 














ing yardsticks of their own on the way 
down. 

The machinery of the Stock Ex- 
change supplied an additional incentive 
to these buyers because people who buy 
on the Exchange know they have a 
place to sell at a later date, and they 
know that they have bought a security 
which is the most desirable collateral 
in the event they need to borrow. 

The page 3 
interesting data on other issues during 
IG4l. 
the market as a whole, the cited stocks 
the 


table on gives some 


In addition to news that affected 


reflect common characteristic of 
apparently thin markets, when they 
reached attractive levels developing into 
broad markets. This would be equally 
in all cases. 


true Naturally, the rea- 


sons for their fluctuations varied. 
American Tobacco had a dividend cut 
to contend with, American Telephone 
a cut in the dividend of a subsidiary. 
Dow Chemical was affected by sub- 
scription rights, Goodyear by the rub- 
ber situation, Union Pacific by various 


labor difficulties. 


All Can See Prices 
Where Stock 


change are sales and bids and offers 


else besides the Ex- 


flashed instantaneously for anyone to 
see? A host of people focus their at- 
tention, or make their own bids and 
offers, on the Stock Exchange and thus 
advertisement of their 


get universal 


willingness to buy or sell. Later, as 
transactions occur, they stamp their 
price opinions, as it were, on the stock 
tape. The Exchange is, furthermore, 
unique in that the buyer and seller 
The 
Be- 


cause of the concentration of orders on 


both deal at the same price. 


commission they pay is visible. 


the floor and of members in the Ex- 
change, the self-regulation and Federal 
regulation are extremely effective. From 
the moment an order is written out, 
through the whole process of sending 


it to the Exchange, its execution and 


the reporting of the transaction, it is 
timed and retimed so that a record exists 
of every phase of its handling. 

There is no broader market for se- 
curities than exists on the Exchange 
“auction market,” where the buyers 
and sellers act solely upon their own 
initiative, It is only when sales effort 
is exerted that a different market de- 
velops. This, however, is another sub- 
ject, although there can be no question 
that if it is considered economically de- 
sirable, and in the public interest, to 
add sales effort in order to broaden a 
market, this also can be done to better 
advantage on the Stock Exchange. It 
is being tried out now in the Ex- 
change’s new “special offering” plan. 

Ordinarily member brokers and their 
clients watch the market and watch 
conditions, and as stocks advance or 
decline and thus seem to become over- 
or under-valued, orders are placed in 
accordance with individual judgment. 
However, in most fields of human en- 
deavor a certain amount of sales effort 
is usually expected. Sometimes it comes 
from advertising, from personal solici- 
tation, etc. Very little life insurance, 


for example, would probably be placed 


if it were not for the sales work of 
agents. 

It may therefore be logical to assume 
that a moderate amount of sales 
“pressure” is justified in our markets. 
The “special offering” plan is the Ex- 
change’s answer to this problem. Its 
advantages over other methods of ac- 
tually merchandising securities are ex- 
actly similar to the ordinary advantages 
offered by the Exchange system. The 
cost of doing the business, while higher 
than in the case of ordinary Exchange 
rates, is lower than the remuneration 
in many other lines of business. 

If a special offering is considered 
necessary, it receives the same instan- 
taneous and wide publicity given to 
ordinary bids and offers. Buying orders 
come into the floor and are filled in 
rotation and publicly recorded on the 
tape. The amount of the special com- 
Ob- 


viously, a compact group such as the 


pensation is known to everyone. 


Exchange members plus the centraliza- 
tion of the business on the floor, gives 
the public the same protection, and 
allows for the same careful regulation, 
as in case of an ordinary auction mar- 
ket transaction. 





THINGS ARE NOT WHAT THEY SEEM 


In theory, “inflation” should arouse a demand for equities . . . but certain 


stock averages recently reached their lowest area since 1933. 


Bonds, under 


“inflation”, should recede in price. But look at this exhibit of bonds taken at 


random from the Stock Exchange list: 


1942 Approx. Price Final 

High March 14, 1942 1941 
Allis Chalmers ev. 4s, 1952 108 107% 107% 
Am. Tel. & Tel. 344s, 1966 . 10838 106% 107 
Atch., Top. & S. F. 4s, 1995. 10936 107% 107% 
Bethlehem Steel 344s, 1952 105% 103% 104% 
Chi.. Bur. & Q. 44%s, 1977. . 72% 71% 68 
Consolidated Edison 3%4s, 1946 104 103 103 
Dow Chemical 2%s, 1950 103% 102% 10314 
Erie Railroad 45,1995 . . 9] 90 8644 
B. F. Goodrich 4%s, 1956 9914, 97 95%4 
Inland Steel 3s, 1961 . . 105% 10344 104% 
Penna. Railroad 3%4s. 1970 941, 921% 89% 
Shell Union 24s, 1961 991% 984 97% 
Southern Rwy. gen. 4s. 1956 66% 6614 61 
Western Union 414s. 1950 84 8314 79% 
Youngstown S. & T. ev. 4s, 1948 102% 101% 10114 
The above list is solely for purposes of illustration and is in no way intended as a recommendation of 

or solicitation of any order to buy or sell any of these securities. 





“SOLD SPECIAL”- A NEW FORM 


OF MARKETING 


\ LYTHOUGH the accommodation 
of buyers usually receives the 


greater emphasis in public concepts of 


a securities market, the service accorded 
sellers has equal importance. Sales to 
provide cash for an estate . . . to meet 
a tax date to transfer funds from 


one investment to another, these are 
only a few reasons why ways to pro- 
mote marketability — sometimes with 
dispatch—receive constant study on the 
Stock Exchange. Study resulting in 
action just recently in the Exchange’s 
decision to permit special offerings of 
blocks of stocks on the floor! 

In its first month of use, this latest 
product of the times in the securities 
market accounted for the sale on the 
floor of the Exchange of 16,811 shares 
of 8 separate stock issues. Shares sold 
in this manner in a short period of time 
frequently have equaled a month's vol- 
ume of trading in the issue in the regu- 
lar auction market. Since the initial 
test, when 2,958 shares of Bon Ami B 
were sold in an hour and _ forty-two 
minutes, an offering of 2,500 shares of 
Continental Insurance has been dis- 
posed of within the space of 26 minutes. 

Seen at first as a supplemental type 
of transaction, benefiting mainly only 
a limited class of sellers, special offer- 
ings now show promise of invigorat- 


ing the regular auction market in many 


{SeCOMPLETED see*” 








The 


wider public interest and greater listed 


of the less well-known issues. 
market activity which have followed in 
the wake of many secondaries can now 
be expected to be repeated, though on 
a more modest scale, as special offerings 


take place from time to time. 


For a Broader Market 


Like secondaries, these offerings are 
reaching new investors, not merely the 
circle of established brokerage clients. 
This general trend is noted by the 
Securities and Exchange Commission 
in its recent report on secondary dis- 
tributions, in which it says: “The bulk 
of the buying has come from the gen- 
eral public. Cash buyers have predom- 
inated . . . Odd-lot buyers have con- 


stituted almost two-thirds of all buyers 


but have accounted for only one-quarter 
of the total shares purchased.” 

In the first 7 special offerings to take 
place, almost three-fourths of the pur 
chases were of less than 100 shares, a 
counting for about one-third of all 
shares sold under this method. 

The sphere of secondaries has been 
primarily in big distributions of the 
best-known stocks, while special offer 
ings have included some of the less 
well-known shares among the 1,232 is 
sues on the Board. When it is consid 
ered that the average listed issue had 
a turnover of only 185,000 shares in all 
of 1941, it is clear that there is plenty 


of room for both types of distributions. 


A Product of Taxes 


The system takes into account chang 
ing economic conditions, Sizable blocks 
of stocks have been marketed with in 
creasing frequency in recent years as 
income taxes and inheritance levies have 
been raised. Then, there has been a 
trend toward greater diversity on the 
Portfolio 


companies, 


part of many “insiders.” 


changes by investment 


which have become entrenched as sub 


stantial holders of blocks of better 
known. stocks, also involve sales of 
holdings. 


If special offerings parallel the trend 
of secondaries, then their future as a 
market mechanism 


useful appears 


assured. 





RECORD OF SPECIAL OFFERINGS 


Date Security No. of 
Shares 

Feb. 19 Bon Ami B 2.958 
Feb. 24 Public Service of N. J.. 8% Pfd. 630 
Feb. 25 Burlington Mills. Common . 2.500 
Feb. 27 Wm. Wrigley. Capital 5.000 
Mar. 3 G. C. Murphy, Common 2,000 
Mar. 6 United Gas & Imp.. Pfd. 1,000 
Mar. 10 Continental Insurance 2.500 
Mar. 12 Abbott Laboratories, Pfd. 639 


* Of the total of 639 
not reoffered. 


shares, 223 were 


sold within the 


1942 Vol. to Time 


Date of Commis- No. of Requived 
Offering Price sion Purchases for Sale 
.730 37% $1 10) Lhr.. 42 min, 
1.880 117 $2 18 Lhr.. 5 min. 
5.200 18% 50° 38 32 min. 
3.800 501% $] 96 Thr. 6min. 
5.800 591, $] 3] 28 min. 
3.400 = 100% $2 16 = 30 min. 
16.800 351% $] 25. 26min. 
1.330 107 $1.50 10 


three-hour limit; offering then withdrawn and 





i 











Industrial Horizon 


(continued from page 1) 


business and possibly retain some of 
their airplane production as a supple- 
ment, 

There will be a pent-up demand for 
several million automobiles, thousands 
of mechanical refrigerators and radios, 
thousands of new homes, and all of the 
other things of which we were deprived 
during the war . 

The end of the war, of course, will 
tind us with a staggering debt. Taxes 
will be high but not as high as during 
the war when patriotism helps the Trea- 
sury collect what in peacetime would 
be considered as confiscatory levies. 
There will be the threat of inflation, also, 
when patriotic appeal no longer aids in 
keeping prices from skyrocketing. 

The only way severe depression and 
possible repudiation of part of our debt 
can be avoided will be to run the indus 
trial machine full tilt, provide full em 
ployment, and keep the economic plant 
going as smoothly as possible. 

And it 1s 


not a bad guess that political pressure 


Industry plans just that. 


will be exerted against those who have 
other ideas. I have a hunch the pink 


| lk rT rk 


tor all-out production with a plant that 


influence will be blacked out. 


should be bigger than the present war 
plant. 


Future of Industry Financing 


I am assuming, and I think rightly, 
that the financing of industry in this 
new post-war boom will be done pri- 
vately through the usual channels in 
And 


stock markets will retain their old func 


stocks and bonds. I believe the 
tion of making a market for those new 
securities. 

All of this produces the background 
for stock market activity and advancing 
prices. Once a real rise based upon a gen 
uine industrial recovery without bene 


fit of war orders develops, the market 


6 


will attract more and more attention. 
It could easily develop into a wild boom. 

Right here is where the Exchange con- 
trol comes in. Politicians do not relish 
arresting a market advance. The 1929 
uprush proved that. There always is 
the chance that Government pressure 
to reduce the speed of a rise might be a 
boomerang and result in such a break 
that industrial production would suffer 
a severe setback. That very thing hap- 


pened in 1937 when the various Gov- 
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ernment agencies tightened credit and 
sterilized gold. Hence the only real 
check must come from the exchanges 
And the New York Stock 


Exchange must be the leader. 


themselves. 


It seems to me that the exchanges in 
the last big break—1929—suffered most 
small 


because of speculation by the 


trader. I mean the ones who got their 
tips from the bootblacks and in the bar- 
ber shops. The ones who thought Per 
fect Circle made wedding rings and 
didn’t take the trouble to find out what 
the company did make. The ones who 
didn’t know a corporation report from 
a tax blank—and didn’t care so long as 
the stock went up. When these traders 
lost their stake they looked for someone 


to blame. Politicians took up their cause. 


And regulation came. It now appears 
as if this regulation will remain, al- 
though it may be modified and mad 
less onerous. 

Another boom and break like that of 
1929 could well bring more stringent 
regulation. The exchanges can’t afford 
to permit it. They must plan now for 
what might come after the war so that 
they will be able to handle any situa 
tion. They cannot exclude the small 
traders because the market regulators 
would immediately shout “private club.” 
The only thing left is to educate this 


type of trader. 


Advertising Should be Spurred 


Detailed education is impossible. The 
exchanges would have to conduct four- 
year college courses to drive home even 
the elements of the business. But they 
can give the broad principles of markets 
in simple, direct advertising in news 
paper financial pages to tell their story. 
This should be begun as soon as pos- 
sible. The exchanges also can encourage 
corporations to print simple reports so 
that stockholders and prospective stock- 
holders can understand them. Many cor- 
porations already have done this. The 
1942 crop of reports—for 1941 earnings 
—take first prize for typographical ex- 
cellence and volume of information. 

Another important contribution the 
exchanges could make would be the 
cooperation with leading corporations 
to induce the latter to purchase more 
advertising space of an educational na 
ture in the daily press. This advertis 
ing would do two important things in 
addition to giving material aid to the 
corporations. In the first place, it would 
acquaint the reader of the stock market 
pages with the elements of the various 
businesses. Secondly, it would tend to 
keep the financial pages intact. 

Just now, the financial page is disap 
pearing from the papers of America. 
This great loss is being caused by ab 


(continued on page 16) 
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BUSINESS 

1S WHAT 
SALES 
MANAGEMENT 
MAKES IT! 


By FRANKLIN L. TORNEY 


Y schedule provided for calls 
New York 


The same ap- 


upon a group of 
Stock Exchange firms. 
proach was to be used in each case, for 
a latent curiosity demanded exercise. 
“I would like to see,” I said at the in- 
formation desk in the first office, “the 
partner interested in sales 


most pro- 


duction.” 


Puzzled eyebrows were lifted. “Let 
me think—it would be Mr. Green 
no, Mr. Brown. Mnn! What was it 


again, please—‘sales— ?” 

“Sales production.” 

“Mr. White might be the one—no, 
You 


don’t want to talk to the statistician, 


he looks after something else. 


do you?” 

“Not unless he is in charge of sales. 
Really, the man who ought to be most 
interested in sales production is the 
senior partner.” 

“Oh,” the receptionist exclaimed, look- 
ing frightened, “you couldn't possibly 
sce him; he’s busy with more impor- 
tant matters.” 

Well! 

This was an experience which was 


duplicated several times that day. In 


New York, not far from the Stock 
Exchange. There were notable excep- 
tions, of course. At a few firms I was 
directed to the right man at once and 
found sales 


well-organized depart- 


ments. At none of these latter broker- 
age firms did I hear a word of com- 
plaint about “conditions.” 

In many brokerage houses there is 
no definite sales head—the one man 
responsible for the procurement of 
brokerage business or the cultivation of 
accounts. 


new Experience convinces 


there is no head of 


me that wherever 





“I would like to see the part- 
ner most interested in sales 
production.” 


sales there exists a sales problem. How 
could it be otherwise? Current con- 
ditions call for an alert sales manager 
who will find work for his organiza- 
tion and will keep the men on their 
toes all day, every day. 

There are four major steps to solv- 
ing the sales problem. But before start 
ing on them there must be a firm belief 
that “it can be done.” The first step 


is to analyze the problem, which is 


how to make money under present con- 
ditions from brokerage on New York 
Stock Exchange listings. The list of 
securities on the New York Stock Ex- 
change represents the cream of indus 
try, is second to none in the world, and 
so no problem is presented there. 
The shifting of wealth over the past 
several years does present a problem— 
and an opportunity! There are fewer 
millionaires, and no longer does the 
wealthy man trade as he was once 
accustomed. He has no desire to force 


himself into the — stratosphere — tax 


brackets through profits he might 


acquire in the form of capital gains. 


A Host of Smaller Buyers 


On the other hand, there are thou 
sands upon thousands of smaller inves 
tors, many of whom buy only a few 
shares at a time, or possibly a bond or 
two. Who is to service these investors. 
or are they to be left to shift for them- 
selves? Singly their business appears 
small, perhaps, but the Woolworth mil 
lions were accumulated on the few 
pennies of profit from five and ten cent 
articles. When such customers can be 
counted in the thousands the aggregate 
volume should be entirely satisfactory. 
Here is a new, virtually untapped 
market. 

The problem seems then how to un 
cover this market with advantage to the 


(continued on page 10) 
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N the day four years ago when 

Tom M. Girdler and Richard W. 
Millar, present chairman of the board 
and president of Vultee Aircraft, re 
spectively, first visited the Vultee plant 
they found a small factory with about 
1000 workers which was turning out 
single-engine bombers for Brazil at the 
rate of six a month, 

Whatever extent of growth might 
have been expected since that time, the 
facts are even more startling. Today 
Vultee spreads across the country, with 
aircraft plants in California, Michigan 
and Tennessee; floor space has been 
increased nearly 1200 per cent within 
just the past two years; sales have in 
creased from $265,289 in the quarter 
ended February, 1940, to $15,996,452 in 
the quarter ended last November 30. 

Above and beyond this growth, Vul 
tee now has entered the field of big 
fying ships through a 34 per cent in 
terest. recently purchased in Consoli 
dated Aircraft Corporation. 

Vultee’s story is a story which could 
be retold by many of the nation’s lead 


ing aircraft companies—Boeing, Curtiss 






NEW LISTINGS 











Wright, 


American 


Nort h 


and 


Douglas, 
Aviation 
United Aircraft, to mention 
a few. Timeliness is lent to 
the experience of Vultee, 
however, by the recent list- 
ing of its common stock on 
the New York Stock 


change. (The preferred issue 


Ex- 


of stock also has been au- 
thorized for listing.) 


The first large production 





of the company was in basic 
trainers, and single deliver- 

the 
Cali- 


fornia plant in one day have 


ies flown away from 


company’s southern 
numbered as many as 123 


ships. Then there is the 
Vultee 


an observation-liaison plane, 


Vigilant, which is 


and the 
The 


named, the company points out, Was 


the Vanguard P-66 fighter, 


Vengeance dive bomber. last- 


designed against a background of 































































Left, top to botton: Vultee Vengeance dive bomber, plane 
assembly line in background. The Vanguard P-66 fighter. Group 
of Valiant basic trainers. Right, top to bottom: Line-up of 
completed planes at one of the Vultee plants. Consolidated 
B-24 bombers, now being produced on a mechanized assembl 


line. Women workers at Vultee. 


European combat experience. Further 
vistas recently were opened up to } 
Vultee by its participation in Consoli- | 
dated, whose production includes four 
engine bombers of trans-oceanic range. 

A large factor in increasing Vultee’s 


production has been the use of pow- 
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ered assembly lines, a development 


Mecha- 


nized lines have been employed in the 


pioneered by Vultee last year. 


company’s plants since last May, and 
recently they have been adapted to the 
production of the larger Consolidated 
B-24 bombers. Their use makes former 
criteria of aircraft plant capacity obso- 
lete, the company says, since the time 
cycle in which raw material is con- 
verted into finished airplanes is mate- 
rially shortened and fewer man-hours 
are required due to increased efficiency. 

As an experiment early last year the 
women — for 


company employed — 20 


shop work. Now approximately 1,000 
women are working in 40 shop de- 


partments at the same rates of pay that 


prevail for men doing comparable 
work. 
New business received during the 


fiscal year closed last November 30 
amounted to approximately $99,400,000, 
as compared with $87,696,000 during 
baie of 


orders at last November 30 amounted 


19g0. And the unfilled 


to approximately $152,000,000. This hig- 
ure has increased since that date. 


Net sales and net profits reported by 


the company for the last two fiscal 

years have been as follows: 

Years ¢ nded 
Vou. 30 Net Sales Net Profit 
1940 $ 5.606.410 $ 374,457 
194] 34,057,207 3.100.735 


Taxes totaling $4,160,091 were paid 
by the company in 1941, an increase of 


793 per cent over 1940. 


Another view of the Ven 


geance dive bomber. 



























































A a class, the hundreds of “behind 
the-headlines” industries which 
supply parts, tools and equipment for 
the final war material assemblies are to 
be counted among the unsung heroes 
of the war effort. No launchings, no 
spectacular proving ground demonstra- 
tions, no mass deliveries of finished war 
machines attend their efforts. Yet they 
are partially compensated by a singular 
advantage which many of them enjoy 
—often their war work is less distantly 
removed from their normal type of 
production and they are progressing 
along lines which can be expected later 
to benefit’ their peace-time products 
directly. 

Buffalo Forge Company, whose com- 
mon stock soon is to be traded on the 


New 


sentative of one such defense supply 


York Stock Exchange, is repre- 


industry. Among the products which 


it is turning out are centrifugal pumps 


and ventilating equipment for naval 


vessels and for use in defense plants, 


and machine tools which are widely 


used in the aircraft, electrical equip- 


ment and other armaments industries. 


Of a pre-war backlog of $13,470,240 of 
unfilled orders, the company estimated 
that 60 per cent represented work in 


connection with the naval and = mer- 


chant marine shipbuilding program. 


Another 35 per cent is reported to rep- 


resent orders with very high priority 
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rating for various governmental and 
national defense projects and contracts. 


It is understood that the total value of 


unfilled orders has increased further 
since that time. 
The company started in 1878 as a 


partnership engaged in the manufac 
ture of blacksmith forges having a spe- 
cial improved type of hand-operated 
blower. Then in 1oor the business be 
came incorporated and expansion into 
such product lines as mechanical blow- 
ers and exhausters, dust collectors, and 
heating and ventilating apparatus  fol- 
lowed. The recent peace-time business 


of the company (average for the five 


vears and seven months ended June 30, 


1941) was made up chiefly as follows: 


Per Cer 
Total 
Product Net Sales 
Heating and Ventilating Equip. 56 
Machine Tools 20) 
Centrifugal Pumps 14 
Plantation Machinery and Chem 

ical Process Equipment S 
Ox 


Some interesting installations of the 


company’s equipment have included 


the 36 fan units for the Lincoln Tunnel 


(continued on page 10) 
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Sales Management 
(continued from page 7) 


customer and profitably to the broker. 

I'll repeat that... with advantage to 
the customer. Stock Exchange broker- 
age activity involves sales technique 
these days to a far greater extent than 
during speculative periods of the 1920’s. 

The second step is the co-ordination 
of the factors. Here enters the need of 
a sales manager capable of introducing 
a plan or method geared to current 
conditions—a vehicle if you please— 
that will convey to this market the 
nature of the service rendered, and the 
benefits accruing to the customer. 

The sales manager is a living symbol 
of changed times. Customers formerly 


came to the broker, stated their own 


preferences perhaps, expected the cus- 


tomers’ broker to agree with them, and 
placed their orders. Occasionally advice 
was asked, but the entire transaction 
was controlled by the customer’s will 
tc buy. Today that same customer is 
reluctant and the problem becomes one 
of salesmanship to get him to act. 
Many customers’ brokers, in calling on 
prospects, really have no vehicle and 
so are sadly handicapped. Their lack 
of sales training adds to their problems 
and they become so discouraged that 


they lose all incentive. 


Outmoded Types of Appeal 


By all means stop using that hack- 
neyed phrase, “We have the best statis- 
And I 


hope never to hear repeated this sales 


tical department in the city.” 





. “but 
York!” 


The statistical survey of securities js 


appeal I recently overheard, . . 
we have two wires to New 
somewhat overdone, and can be at 
times harmful, particularly if it is 
strongly opinionated. For example, one 
house prepares a long-winded report 
which opines that a particular security 
is a good buy, and gives page upon 
page of statistics to back up the opin- 
ion. Another house issues an equally 
sincere—and voluminous—report, using 
the identical figures as the other, but 
adds its own opinion as to the probable 
effect of priorities on the company, and 
solicits SELL orders in this security. 
Both reports may reach the same pros 
pects, and the effect can be imagined. 
Confidence in both houses is definitely 


(continued on page 12) 





(cont. from page 9) 
under the Hudson 
River New 
York City and New 


Jersey, 28 fan units 


between 





for the Sumner Traf- 
fe Tunnel in Boston, airplane engine 
cooling fans for test tunnels at the 
United = Aircraft and 
Wright 


plants, and 


Corporation 
Aeronautical Cor porat ion 


heating and ventilating 


fans and unit heaters for the new San 
Diego plants of Consolidated Aircraft 


Corporation, ; 
aft tans- 
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Ordinarily the peace-time customers 
of Buffalo Forge include leading com- 
panies in a number of widely diversi- 
fed industries. Much of the science of 
air flow and air conditioning has been 
pioneered by the company, and since 
ig14 it has regularly published a hand- 
book, “Fan Engineering,” which makes 
this technical data generally available to 
engineers. 

The plant of the company is at Buf- 
falo, N. Y. 


Pumps, Inc., has a factory at North 


One subsidiary, Buffalo 


Tonawanda, N. Y.; and a second sub- 
The 
Forge Company, operates properties at 
Ont. Sales 


sidiary, Canadian Blower and 


Kitchener, are handled 


w n ito ul fe ed able. 
at 1 utc a e j t 

tt aut m Cc 
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through agencies located in 32 cities 
of the United States and 8 cities of 
Canada. 

Net sales and net profits reported for 
the past five fiscal years have been as 
follows: 


Years ended 


Nov. 30 Net Sales Net Profit 
1937 $ 7,367,099 §$ 715,787 
1938 4,302,182 444,785 
1939 4,868,778 436,046 
1940 7,122,556 917,060 
194] 10,917,601 1,236,424 


The company has operated at a profit 
in every year since 1go1, with the ex- 
ception of the depression years 1931-33. 
Distributions have been made to stock- 


holders in every year since 1got. 
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a i these times profits are to be 
counted not alone as stockhold- 
ers’ property, but as part of the nation’s 
full resources for prosecuting the war.” 
—In one form or another, these words, 
or the thought, appear in the annual 
statements of many of the leading in- 
dustrial corporations. 

For the first time in history, many 
companies in 1941 paid out more than 
one-half of their total net income for 
taxes. At the same time, net earnings, 
after taxes, still were more substantial 
than in any other recent year. Earn- 
ings of 534 companies with issues of 
common stock listed on the New York 
Stock Exchange were 21.9 per cent 
larger, in the aggregate, than in 1940, 


with profits totaling $2,882,021,000, 


against $2,363,800,000 in the year before. 


Little Additional Cash 


The increase does not, for the most 
part, represent additional cash available 
for still higher taxes, wages, or divi- 
dends. This situation was pointed out 
briefly in the February issue of THE 
ExcHANGE, and corporate needs for cash 
with which to carry on an expanded 
volume of business have since been il- 
lustrated by such developments as the 
action of Chrysler Corporation in ar- 
ranging to secure an additional $100,- 
000,000 of working capital through a 
revolving bank credit. 


By industries, the largest gains in 


mgaeeeee, 





GALLOWAY, GENDREAU, KEYSTONE 


earnings last year were made by: rails, 
an increase of 112.3 per cent; business 
and office equipment, 73.2 per cent; 
petroleum, 67.2 per cent; textile, 53.8 
per cent; and aviation, 51.5 per cent. 

Meanwhile, the financial, public util- 
ity and tobacco companies fell behind 
their 1940 record. 

The largest dollar increases among 
the individual industries, for the com- 
panies reporting to date, were: 62 com- 
panies in the rail industry, a gain in 
combined net income from $225,300,000 
to $478,378,000; 32 steel companies, a 
gain from $268,000,000 to $306,995,000; 


and 12 


petroleum companies, from 


$49,800,000 to $83,275,000. 
Although aggregate profits gained 
substantially over 1ggo—with the in- 


crease even sharper than the gain re- 


corded from 1939 to 1940—improve- 
ment of income was by no means 
universal. One hundred and twenty- 


one, or almost one-fourth, of the com- 


panies shown in the tabulation on 


page 12 had less favorable results in 
1941. These were mainly in the finan 
cial, tobacco and public utility groups, 
but there also was a sprinkling of com 
panies whose profits receded in the 
other groups. 

It is difficult to generalize as to the 
earnings of corporations, and as new 
proposals are brought forward for tax- 
ing profits, it seems worth while to 
point out the widely varying situations 


of corporate enterprise. 
Varied from Earlier Forecasts 


In retrospect, one point of interest in 
last year’s results is their wide variation 
from the forecasts made near the mid- 
vear of 1941 that earnings generally 
would level off at only about 10 per cent 
above the 1940 figures. The earnings 


capacities of many listed companies 


were underestimated, and it appears 
that this has been so in other recent 
years, as well as in 1941. 


In connection with the recent appli 








cation of the Treasury’s 1942 tax pro- 
posals to 1941 earnings, in an effort to 
assess their weight, it is interesting to 
note the response found by one invest- 
ment research organization among cor- 
poration executives. According to this 
source, many executives were disturbed 
at seeing their companies included in 
tabulations which indicate that earnings 
would be very severely reduced by the 
application of the proposed rates. “We 
talked to a financial executive of one 
of the large companies,” says this or- 
ganization, “Broadly publicized figures 
on his company had indicated that 
earnings would be cut in half from the 
ig4t results. This man and his asso- 
ciates had carefully gone over the affairs 
of the company and, after allowing for 
very severe increases in taxes, they felt 
that the probabilities favored earnings 
for the current year only very slightly 
lower than those of 1941.” 
Admittedly, there is little which is 
bright in the outlook for net earnings 
after taxes, but it may be appropriate to 
question whether in some cases pessi- 


mism has not been overdone. 


Sales Management 


(continued from page 10) 


lowered. It doesn’t happen? But it 
does, over and over again. 

A good machine will run a long 
while on proper fuel and lubrication. 
Just so will a sales vehicle run longer 
and faster if advertising and merchan- 
dising are employed judicious-y. There 
are sound and inexpensive methods oi 
advertising that can accomplish results. 
They must be co-ordinated with the 
plan and with the sales force to produce 
a volume of prospects. An advertising 
plan, direct in its purpose, that can be 
turned on or off at will, is ideal. If 
the sales force gets ahead of leads, ad- 
vertising can be speeded up, if behind 
on prospective calls, it can be slowed 
down. Costs can be closely watched 
and tabulated against returns. 

The third step is the setting of objec- 
tives. Personally I believe in sales 
quotas provided that in practice they 
can be met—and exceeded. I am not 
in accord with an idea that all men 


should have the same quota. For some 





No. of No. 

Issuers Reporting 

Listed to Date 
Amusement. . « & 6 
Automobile. . . . . 61 39 
Beem. ns wt ew 9 
Building —T ae 20 
Business & Office Equip. 9 7 
Chemical «ie Oo 45 
Electrical Equip... . . 16 1] 
Farm Machinery 6 6 
Finance 29 27 
Food 55 33 
Garment Mfrs. . 5 5 
Leather an ey Sed 12 11 
Machinery & Metal . 75 53 
Mining .. . : 34 19 
Paper & Publishing 25 16 
Petroleum 37 13 
Railroad oe ct 62 
Retail Merchandising . 65 34 
SS ee ee ee 6 
Shipbldg. & Oper. ~ oo 5 
Steel. Iron & Coke . . 38 32 
Textile Se “ie cane 19 
Tobaceo . ..... 16 12 
All Publie Utilities. . 47 24 
Other Companies. . . 53 20 
Totals a _ aeeeee 534 





REPORTED 1941 NET INCOMES OF 534 COMPANIES 
HAVING COMMON STOCKS LISTED ON THE 
NEW YORK STOCK EXCHANGE 


—Assembled by Industrial Groups— 


Group 
No. Net Income: 1941 Per Cent 
Showing No (Combined Change in 
Ne Showing Incomes Minus Group Net Income 
Income Improvement Combined Losses) 1941 vs. 1940 
6 4 $ 33.728.000 33.4% 
39 31 122.745.000 + 28.5 
B 8 58.145.000 + 53.5 
20 17 $7.994.000 + 16.2 
7 7 21,617,000 1 732 
$5 35 287.361,000 + 10.3 
10 9 97.139,000 + 11.2 
6 5 59,688,000 1 28.1 
26 16 77.060.000 — 3.5 
32 21 188.839.000 + 10.6 
5 t 5.374.000 + 23.0 
1] 9 19,332.000 + 30.2 
53 2 129.086,000 + 18.4 
19 12 100.070,000 1. 43.2 
16 15 33,415,000 + 20.1 
13 12 83.275,000 : 67.2 
S7 53 178.378,000 1112.3 
32 26 106,051.000 1 9.5 
6 6 19.066.000 1 28.8 
5 $ 13.659.000 + 49,1 
32 30 306.995,000 L. oe- 
19 15 38.976.009 + 53.8 
12 3 79.444.000 — 11.8 
23 11 390,631,000 — 5.8 
19 18 53.953.000 1 23.6 
521 $13 $2.882.021.000 + 21.9% 








this will be all too easy, but others with 
different temperaments, ability, market 
opportunity, may become so discour- 
aged that they lose any value they 
might have had. A sound sales quota 
starts with the volume of business 
anticipated by the house over a period 


of time. 


A Basis for Quotas 


A suggested base for such a quota is 
to ascertain the amount of capital in- 
vested in the business and to chart the 
turnover (or total commissions) on 
that amount of capital for a given 
period. Next find the pay-point, the 
amount of turnover found to be the 
minimum required to cover all ex- 
penses. Then set the objective at a 
given percentage above the “pay-point” 
—a figure possible of attainment, not a 
wagon hitched to a star. Passing this 
objective puts renewed vigor into the 
sales force—in fact into the whole 
organization—and furnishes the incen 
tive to go out for an even higher quota. 

The final step is the simplest of all, 
albeit requiring considerable courage. 
Like the first salt-water dip in Summer, 
the timid extend an exploratory toe, 
cringe at the sharp nip of the investi- 
gating water and race back shivering 
to don warm clothes. Maybe next 
month ... but not now! It takes nerve 
to dive in, but the feeling of well-being 
is worth all the effort. 

Analyze your own problem, co-ordi- 
nate your factors, decide on your own 
vehicle, pay the modest fee charged for 
experienced advice. Don't cringe at a 
substantial salary for a sales manager 
to train and direct your sales force. 
Just see that he earns it. Set your 
objectives with his help, then give the 
idea everything you’ve got. If your 
planning has been good, your vehicle 
sound, the reward will be two-fold: a 
rejuvenated sales force and an _ ever- 
expanding business from new and old 


customers. 














Proponents of 
the control of 
securities mar- 
kets by the State 
will find in the 
United States of 
Brazil their 


only proving 





ground in Lat- 


Mr. Kellogg 


in America and 
they will not be impressed. On_ in- 
vestigation, however, they will prob- 
ably discover that neither the present 
Brazilian Government, nor its prede- 
cessors, is directly responsible for the 
general lack of interest in the whole 
subject of stocks and bonds. Brazilians 
simply are not stock-minded and they 
have learned from experience that 
high-yielding bonds are not always 
what they seem. 

Consider, if you will, a country with 
an outstanding note circulation which 


has increased about eight-fold while its 




































































money has depreciated about eighty 
per cent in terms of dollars since the 
World War; a country where the in 
crease in prices is always a major con 
cern of the Government and a country 
that is almost always enjoying a boom 
in city real estate. Then ask yourself 
why Brazilians should invest in bonds 
or enthuse over life insurance or an- 
nuities. The answer is not difficult to 
find but it does not fully explain the 
lack of interest in common stocks in 
Brazil; particularly so, when, with a 
similar set of factors, a real stock mar 
ket exists in Chile. 

A recent historical sketch issued by 
the “Bolsa de Fundos Publicos de Rio 
de Janeiro” indicates that there were 
twenty registered brokers in the capital 
in 1856 and that the number had in- 
creased to thirty-eight in 1939. 

A chronological history of the laws 
passed under the Empire, under the 
Republic and by the “New State” will 
be of interest because of the tendencies 
revealed. The forebears of the Rio de 


Janeiro Stock Exchange had no but- 


tonwood tree, but more than one hup- 
dred years ago they were in the habit 
of meeting at an appointed hour in the 
Praca do Commercio. 

In 1843, under the reign of Dom 
Pedro II, a law was passed making it 
necessary for the broker to obtain a 
license. Two years later he began pay- 
ing fees to the Government and, in 
1849, the Government, by decree, lim- 
ited the number of brokers in each 
province of Brazil, prohibited foreign- 
ers from exercising the profession, pro- 
hibited brokers from trading for their 
own account with their clients or from 
being officers or directors of corpora- 
tions and made them keep books of 
account and deposit guarantees with 


the Treasury. 


Commission Scale Fixed 
In 1851, commission rates were fixed 
by the Government and ten years later 
the brokerage fraternity realized its 
ambition of making void all transac- 
tions in bonds and shares unless exe- 
cuted by an official broker. 

The fall of the Empire in 1889 found 
brokers in the capital meeting at the 
appointed hour and supposedly trans- 
acting all business at public auction. 
Speculation on the Exchange had _ be- 
come something of a problem, how- 
ever, as according to legend, many of 


the shares traded were those of com 


“La Bolsa de Bogota,” in Colombia. 
























panies which were purely fictitious. 
This led to the abolition of the “Junta 
de Corretores” in 1893 and to the crea- 
tion of the “Camara Sindical,” whose 
members were named by the Minister 
of Finance and subject to dismissal by 
the same authority. 

History is not clear as to what tran- 
spired during the early days of the 
Republic, except that trading outside 
of the exchanges and directly between 
buyers and sellers was legalized in 1897 
and some semblance of order was re 


stored to the market. 


Volume Compared with New York 


Between 1929 and 1940, the total 
money turnover on the four stock 
exchanges in Brazil increased more 


than two-fold, with a volume of 933,526 


contos in the latter year. This, how 


ever, is the equivalent of only about 
$162,000 per day when translated into 
dollars, or, say a 7,000-share day on the 
New York Stock Exchange. Nearly all 
of the increased business has been in 
Government, State and municipal bonds, 
which now represent about 84 per cent 
of the total volume. 

Brazil's new constitution, which in 
1937 proclaimed the existence of the 


“New State,” also restored to the Gov- 


The “Plaza Independentes” and the 
Artigas Monument in Montevideo. 











ernment the prerogatives with respect 
to stock exchanges which it enjoyed 
under the Monarchy. It went further 
and, by decree-law, created the “Mer- 
cado Nacional de Valores Mobiliarios” 
and a whole new set of rules for the 
broker and the public to follow. Under 
this legislation, all operations in gov- 
ernment bonds, debentures and shares 
must be effected through official brok- 
ers at public auction and the stock ex- 
change broker in Brazil takes on many 
new prerogatives and obligations, He 
can now act as attorney for his prin- 
cipal in legal matters; assume the func- 
tions of a fiscal agent in the paying of 
interest and dividends for corporations 
and name substitutes to act in his name 
on the floor of the exchange. 

The new Bolsa building, which over- 
looks the harbor in Rio de Janeiro, 
is built of reinforced concrete and is 


indeed a monument to the Brazilian 
Government's efforts toward promot- 
ing stock exchange efficiency. An attrac- 
tive entrance and staircase lead directly 
to the trading floor—a spacious amphi- 
center of which is a 


theatre—in the 


ring of modest size, with a concave 
Hoor surrounded by a brass rail. The 
acoustic properties of the whole in- 
terior are such that a modest amount 
of trading, aided by the echos and re- 
echos coming from the cement walls, 
sounds like a Fourth of July celebra- 
tion, even as one approaches the build- 
from across the Praga 15 de 


ing 


Novembro. 


Meat packing and freezing plant of Swift 
& Company in the port of Montevideo. 
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Years Rates Prices Rates Prices 
a b c d 

1926 14.27 98.32 

1927 11.82 97.63 

1928 11.96 eis 97.86 

1929 11.81 100.0 96.75 

1930 10.83 95.9 96.62 

1931 7.32 100.3 96.62 

1932 7.07 102.6 95.29 seaste 

1933 7.87 110.8 80.32 100.04 

1934 6.74 110.0 61.78 92.73 

1935 5.76 104.3 56.01 93.22 

1936 S77 101.7 57.08 94.50 

1937 6.23 103.6 56.72 94.19 

1938 5.67 104.9 55.95 91.60 

1939 5.12 ° 57.06 95.09 

1940 5.05 57.08 97.23 

1941 5.07 102.3 57.14 100.69 


a. Cents per milreis. Approximate “free market’ 


Average in 1918: 25.33c. 


b. Index of prices of 5% apolices 


Exchange Bead 


Stock 
Prices 


e 


100.0 
98.57 
88.89 
72.62 
$7.54 
31,97 
49.04 
67.32 
59.93 
62.44 
65.40 
68.14 
78.77 
78.52 


93.36 


* rates, 


uniformizadas, 


official 


1929—100. No stock price index available. 
e. Cents per Colombian peso. Annual average 
rates. 


d. Index of prices of Central 
Cedulas. October 1933 —100 

e. Index of bank stocks 
shares. 100. 


prices of 
July 1927 


f. Cents per sole. 


and 


With the development of Sao Paulo 
as the leading industrial center of 
Brazil—it is a city three-quarters the 
size of Detroit—the “Bolsa de Fundos 
Publicos de Sao Paulo” has assumed 
leadership so far as trading in shares 
is concerned. The Sao Paulo Exchange 
was organized in 1890, but closed _ its 
doors a year later, only to open them 
again after six years as an “official 
exchange” created by the Government 
of the State of Sao Paulo. This status 
is modified under the new constitution 
but the Sao Paulo Exchange continues 


to occupy itself principally with bonds 


Mortgage Bank 6°% 


industrial 


The Government Palace in the “Plaza 
de Armas’”—the main square of Lima. 
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37.17 
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39.68 
40,00 
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\ PERL URUGUAY 
“Sock Gudtenge Bond Stock Exchange Bond Stock clude 111 factory buildings, 132 office stocks and only 10 per cent in govern 
Prices Rates Prices Prices Rates Prices Prices buildings and the like, and nearly ment, municipal and industrial bonds. 
f h j k I ‘ ‘ e aa tye . : 
7 noite hiiens 12,000 homes. It is claimed that if all The dividend-paying stocks listed on 
1000 3717 «210.0 ~—:103.6 «101.34 of the building lots sold in the city the Exchange are now selling to yield 
$057 3968 «132.0 105.3 = 102.66 ste tees and suburbs were built upon and the about g per cent per annum, while 
88.89 40,00 108.5 104.6 98.62 100.0 100.0 ‘ 2 . ) : . 
7262 35.46 «108.0 94.185.86 * houses occupied, Greater Sao Paulo bank stocks yield slightly less. 
1154 2077 84.0 82.5 55.36 . would be a city of six million inhabi- The organizers of the Bogota Stock 
3197 3475.3 68.9 47.06 * / ne RR OE ee i LS 
won| us 70.888 a ‘as tants. “xchange have devised a_ simplifiec 
6732 23.03 «80.0 85.1 43.49 81.6 68.2 method for short cutting much of the 
5 3.88 109.6 105.3 * 87.0 56.5 ; Vostde Ei th aoe Se 
pov a aad “ac rg par The World's Highest Stock Exchange work done in brokers’ offices in New 
2. 24.82 +. a 2. 02.2 
65.40 25.25 121.0 108.8 53.26 99.3 79.9 At an elevation of 8,694 feet above York. When a trade is consummated, 
» ) 5.77 9 . - 
oo ie we ee peg nic ve sea level,in a city which can be reached the broker, acting for the seller, makes 
18.77 8.7 2.8 34.6 36.7 93.6 7 > ? ; 3; : ; i 
78.52 16.20 110.5 132.6 37.60 9.6 97.7 only by river boat or alr, the “Bolsa de outa combined confirmation and liqui- 
93.36 1538 1081 = 142.5 50.00 9.1 1105 Bogota” has the distinction of being the dation in quadruplicate, which must 
*t’” rates, g. Composite index. 1926-100. Monthly averages. ii ° he j i 
November 1941—106.0. loftiest organized stock exchange in the be signed by him, by the other broker 
‘mizadas. h. Composite index. 1926-100. Monthly averages. . x . . : - . 
ble. November 1941—146.3. world. It was founded as a limited and by the manager ot the Exchange. 
e official j. Cents per Uruguayan peso. Approximate average leas P . 5 7 
| rates in free market. Rates shown for 1937, 1938 stock company in 1925 and during This combined form covers all ot the 
a ar and 1941 at year end. 7 é 5 oe : 5 E < 
enecle We, ee ee eee the “dance of the millions,” business information contained in the advice 
on y erages. 
dustrial ex of industria stoe ices. p ’ . — thic > - clie i Jew § , 
ow)? ooo on a boomed and Colombian Tobacco shares which goes to the client in New York. 
alicia —the blue chip of the Colombian mar- One copy goes to the seller of the 
ket—reached a high of 3444 pesos per shares, another to the buyer, a third to 
share. Then, with the sudden cutting the archives of the Exchange and the 
off of American loans and the collapse fourth is used in liquidating the trans- 
and shares identified with the area in coffee prices, trading subsided and action, this being relatively simple as 
which it serves. Paulista Railway, the “Tobacco” fell to a low of 134% in 1932. there are usually no stock transfers 
Pennsylvania Railroad of Brazil, is the Trading on the Bogota Stock Ex- involved. 
admitted leader but there is alsoa con- change averaged about $66,000 per day The Bogota market shares the avail- 
siderable volume of trading in indus- last year and is confined to two half- able business in Colombia with a 
trial issues and in the bonds of up- hour sessions or “rings.” There are, younger institution in Medellin, which 
state municipalities. The Sao Paulo at present, twenty-seven active mem- }5 a leading manufacturing center, and 
: Exchange occupies a handsome new bers. About 53 per cent of the trad- a rich coffee-producing and gold-min- 
. building, which would appear to be ing volume in 1941 represented trans- 1Ng area, Medellin is one of the most 
something of a luxury, whe > con- actions in some 37 issues of industri: a 
s mething of a luxury, When one con- actions in some 37 issues of industrial yiey of avenue “Rio Branco” and 
! siders the amount of trading involved. and insurance company shares—a num- Sugar Loaf Mountain, Rio de Janeiro. 
Some idea of the business expansion ber of which pay dividends monthly. 
which has been going on in Sao Paulo Nearly 21 per cent of the trading was 
; may be had from the number of build- in the Cedulas of the Central Mort- 
; ing permits issued in 1941. They in- gage Bank, 16 per cent in other bank 
“Plaza The Martinelli Building — famous One of the sidewalk cafes which line the 
Lima. skyscraper in fast-growing Sao Paulo. avenue “Rio Branco” in Rio de Janeiro. cusHING & 
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delighttul cities in all Latin America 


for the tourist to visit. 
Neither 


satisfactory place for the non-resident 


market constitutes a very 
to invest his money because of the lim- 
ited turnover, the apathy of some of 
the brokers and, above all else, because 
of the foreign exchange restrictions. 
Also, as in the case of Colombia's de 
partmental and municipal loans in dol- 
lars, the Colombian authorities have 
not always treated foreigners as fairly 
as they have treated their 


Own Na- 


tionals. Exchange remittances abroad, 
when permitted, are now subject to 
three separate taxes, including a_for- 
eign resident tax of 10 per cent. 
Some idea of the preferential treat- 
ment accorded investors within the 
country may be had from the fact that 
dividends are being paid regularly on 
Bank ot 
Bank of 


while the dollar loans of both institu 


the Mortgage Bogota and 


Mortgage Colombia shares, 


tions remain in complete default in 


New York and are selling at twenty-five 
cents on the dollar. Although the leg- 
islation now in force supposedly pro- 
vides preferential treatment for new 
capital entering the country, caution 
should be the first watchword for for- 


eigners contemplating investment. 


Lesser Stock Exchanges 


In addition to the stock exchanges 


covered in this and the preceding 
article, there is a relatively important 
exchange in Montevideo, Uruguay, and 
another in Lima, Peru. 

The Uruguayan Exchange is well 


organized and the members do a 


purely investment business in local 
shares, in government and municipal 
and in 
Bank Cedulas. 


Uruguay is a small but impressive 


bonds Uruguayan Mortgage 


country, with a delightful climate, and 
the Uruguayan authorities have tried 
to treat their friends and creditors over- 


seas fairly. The country’s economy is 


still based largely on its sheep and 
cattle grazing industries, much as it 
was fifty-seven years ago when Henry 
Hudson wrote his now famous “Purple 
Land”. 

Peru, as is well known, has a con- 
siderable number of mining companies 
and a few large joint stock companies 
engaged in sheep raising and the pro- 
duction of long-staple cotton and sugar. 

The turnover on the Lima Exchange 
is limited, and the principal complaint 
seems to be that most of the trades 
are arranged “off the Board” and that 
the members sometimes forget to 
“cross” them on the Exchange. 

Peru has the distinction of being the 
only country in South America which 
has not gone in for exchange control 
or its counterpart, blocked accounts of 
foreigners in local banks. The country 
appears to be less jealous of foreign 
capital than Colombia, although it has 
done almost nothing for its bondhold- 


ers in the United States. 





Beyond the Industrial Horizon 


(continued from page 6) 


sence of advertising. When the financial 
pages are gone, the stock markets will 
have no place where their quotations 
will be carried and no place where news 
of their operations will be available to 
a public they must have in order to func- 
tion properly. 

Without spending beyond their means 
corporations could distribute sufficient 
advertising throughout the country to 
maintain these pages now so rapidly 
disappearing. This service now would 
pay big dividends later on when other 
forms of advertising might take their 
place—advertisements of new issues to 


finance the new boom in business. 


Advertising Revenue Needed 


Financial pages have been curtailed 
from coast to coast because newspapers 


could not afford to continue them in 


16 


tact without benefit of advertising. A 
financial section is one of the most ex- 
pensive in a paper. Tabular matter is 
costly to set up. Just now paper is grow- 
ing more and more costly, and the pub- 
lishers cannot see their way clear to 
maintain departments which do not pay 
for themselves. 

The curtailment has been going on 
for several years. For a time it seemed 
to be running its course. Now it has 
started again. Only a short time ago, a 
Middle Western newspaper eliminated 
all daily market tables. It now prints 
only weekly tables, Many other papers 
have reduced the number of lists car- 
ried. Others have reduced the number 
of quotations carried for the various 
markets. Some have reduced the num- 
ber of editions printed. Nearly all have 


sharply reduced the space devoted to 


held of financial 


The process of tearing down such an 


the entire news. 
institution as a financial page ordinarily 
is a slow one. But the rebuilding of a 
financial section is even slower. Hence, 
the need of retaining as many of these 
pages as possible in all sections of the 
country. They will keep the public in- 
formed of the day-to-day trend of the 
market. They will be the medium 
through which the corporations can tell 
their story of progress. They will be 
the record of the market’s rise and fall. 
They will herald the new rise that 
should come when industry gets into 


full peace-time production. 


Newspapers Will Cooperate 
It the exchanges and the corporations 
do their part to maintain these pages 
through legitimate advertising, the news- 
papers will make the pages more attrac- 
tive, add new features, print more cor- 


All 


poration and market news. this 


n 
I] 


Cc 


would educate the public more and more 
on ihe functions of the stock market, 
and make the problems of the exchanges 
lighter when the time comes to police a 
bo n. 

lditors, of course, will give space in 
their news columns to wide market 
breaks or sharp advances, accompanied 
by volume. They also will print out- 
standing items on corporations. But 
once the financial page is gone, the or- 


dinary corporation report will not be 


printed unless it is handled as a paid 
advertisement. And then it may be 
given a position in the paper where only 
a few of the readers who ought to read 


it will have opportunity to see it. 


Scope Could Expand with Advertising 


All I have attempted to do here is 
present an idea, I believe the financial 
pages of the nation’s papers are a distinct 
asset to our exchanges and to our cor- 


porations. Their quality and scope will 


be proportional to the amount of adver- 
tising given them because newspapers 
are businesses which depend for their 
existence on revenue from advertise- 
ments and to a small extent from the 
cash return from circulation. 

If the financial pages are preserved, 
the exchanges and corporations will have 
a distinct advantage when the peace is 
signed and we make war production 
subordinate to production for the ad- 


vance of civilization. 





| 
| 1942 1941 
MONTH END DATA FEBRUARY JANUARY DECEMBER FEBRUARY 
1. Shares Listed ae bat aE (Mil) 1.467 1.467 1,463 1.455 
2. Share Issues Listed = ae (No.) 1.234 1.237 1,232 1.228 
| 3. Par Value of Bonds Listed . — (Mil. $) 60.532 59.076 58.237 54.225 
4. Bond Issues Listed . . . . . . (No.) 1.165 Lait 1.173 1.292 
| 5. Total Stock and/or Bond Issuers ; (No.) 1,209 1.209 1.208 1.281 
6. Market Value of Listed Shares . . (Mil. $) 35,234 36.228 35.786 39.398 
| 7. Market Value of Listed Bonds . .. . (Mil. $) 57.585 56.262 55.034 50.278 
| 8. Market Value of All Listed Securities (Mil. $) 92.819 92.490 90.820 7 
| 9. Flat Average Price—All Share Issues . ($) 36.35 36.94 36.06 
10. Shares: Market Value ~ Shares Listed (S$) 21.02 24.70 24.46 
11. Bonds: Market Value Par Value .. ($) 95.13 95.24 94.50 
| 12. Stock Price Index (12/31/24=100) (%) 7.8 19.2 8.7 
13. Shares in Short Interest (Thou.) 189 161 349 
14. Member Borrowings . So neh : (Mil. $) 340 325 389 
Per Cent of Market Value of Listed Shares (%) 0.96 0.90 1.09 
15. N. Y. S. E. Members’ Branch Offices . . . (No.) 859 867 869 
16. Total Non-Member Correspondent Offices . (No.) 2.798 2.885 2.943 
| DATA FOR FULL MONTH 
| 17. Reported Share Volume . ee (Thou.) 7.926 12.994 36.390 8.969 
Daily Average (Incl. Saturdays) (Thou.) 360 500 1,400 108 
Daily Average (Exel. Saturdays) . . . (Thou.) 394 545 1,521 425 
Ratio to Listed Shares ae (%) 0.54 0.89 2.49 (0.62 
18. Total Share Volume (Inel. Odd Lots) (Thou. ) 21.208 16.851 13.147 
| 19. Money Value of Total Share Sales . . (Thou. $) 145.724 929.043 336.418: 
| 20. Reported Bond Volume (Par Value) (Thou. $) 158.357 219.955 224.737 123.617 
Daily Average (Incl. Saturdays) (Thou. §) 7.198 8.160 8.644 5.620 
Daily Average (Exel. Saturdays) : (Thou. $) 7.611 9.260 9.318 6.041 
Ratio to Par Value of Listed Bonds (%) 265 ie 387 .228 
21. Total Bond Volume (Par Value) . (Thou. $) 237.263 251.650 130.068 
22. Money Value of Total Bond Sales (Thou. $) 111.586 116.561 75.999 
23. N. Y. S. E. Memberships Transferred (No.) 4 8 10 9 
Average Price . ; : (S$) 21.750 21.200 21.250 28.625 
24. Stock Clearing Corporation: 
Average Price of Settled Shares ($) 20.0 18.2 17.3 21.7 





MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 


Notes: Items 13. 14, 18. 19, 21, 22 and 24 are as of ledgers which normally reflect transactions up to the close of the 
second full preceeding business day. 

















FOR ONLY THE SECOND TIME 


IN 150 YEARS 


The New York Stock Exchange 


Makes An Investment 


A Message to Americans from the 
World’s Greatest Free Market Place 


By EMIL SCHRAM, President, New York Stock Exchange 


i year, 1942, marks the 150th anniversary of the 

New York Stock Exchange. From that day, in 1792, 
when a small group assembled to form what is now the 
nation’s foremost securities market, a great tradition has 
grown. 


That respected tradition is: The New York Stock Ex- 
change does not make securities recommendations. Its 
attitude is, and always has been, that the purchase or sale 
of securities is a matter of individual judgment. 


Today, this Exchange observes its century-and-a-half 
tradition—by breaking it. For only the second time in 
history, the New York Stock Exchange itself recommends 


that you buy a particular security—United States Defense 
Bonds. 


The first and only other exception to our tradition was 
during World War I, when we urged all investors to buy 
Liberty Bonds. We make this second exception for pre- 


cisely the same reasons we made the first—because these 
bonds are both investments in national security today and 
in personal security for tomorrow. 


It is for these reasons that the New York Stock Exchange 
recommends United States Defense Savings Bonds . 
urges that you invest in them . . . makes the widespread 
facilities and expert knowledge of its members and mem- 
ber firms available to Government and to investors alike 
so that everyone may share in winning the victory and in 
enjoying a greater degree of financial security in the peace 
that is to follow. 


In breaking this tradition, we of the New York Stock 
Exchange feel we are not inconsistent. For, in recommend- 
ing Defense Bonds to you as an investment, this open mar- 
ket place of the system of free American enterprise is, in a 
sense, speaking in the interest of all sound securities . . . 
whose values are bound up in the victory that must and 
shall be won. 








